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CITY OF LQDI I COUNCIL COMMUNICATION 

AGENDA TITLE: 

MEETING DATE: June 20, 1991 

PREPARED BY: Assistant City Manager 

Federally Mandated Retirement System for  Part-Time Employees 

RECOMMENDED ACTION: The City Council d i rec t  the City Manager t o  explore and 
se lect  a qualified retirement program for  a l l  employees 
not covered by Public Employees Retirement System 
(PERS) . 

BACKGROUND INFORMATION: The federal government, as part o f  i t s  budget balancing 
measures l a s t  f a l l ,  mandated that  a l l  s t a t e  and ?ocal 
governmental employees m u s t  part icipate i n  a retirement 
p lan .  If  the local agency does not include part-time or 

temporary employees i n  a p l a n ,  they m u s t  be enrolled i n  Social Security. 

Currently the City of Lodi is  not required nor does i t  enroll part- time 
employees i n  PERS. As a matter of f a c t ,  the City 's  contract w i t h  PERS does not 
allow part-time employees t o  be a member. There is  legislat ion now being 
proposed that  would allow this, b u t  there are  drawbacks to  t h a t  method o f  
meeting our requirements. 

There are  some other al ternatives to meeting our  requirements other t h a n  Social 
Security. One option is  a program by Public Agency Retirement Systems (PARS) a 
j o i n t  powers agency which will of fer  a program a t  s ignificantly less  cost than 
Social Security. Another option i s  to enroll our part-time 2mployees i n  a 
deferred compensation plan much l ike the one we offer  our full- time employees. 

All of the options are being explored and considered. We believe there are  cost 
effective a1 ternatives to  Social Security. O f  course, the best a1 ternative will 
be one which offers  the employee a secured retirement p l a n  and provides the City 
w i t h  the most cost  effective program which meets the needs of the employee and 
the 1 egi s lat ion.  

We are  b r i n g i n g  this t o  the attention of the City Council to  advise them of t h i s  
legis la t ive  requirement and the a1 ternatives available. 

Action must be taken by July 2 ,  1991. However, f inal  regulations have not been 
promulgated. Until these regulations are  issued, we do  n o t  know which 
al ternative would be the best. 
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Federal Iy Mandated Retirement System for  Part-Time Employees 
, June 20, 1991 

The Internal Revenue Service (IRS] has issued interim regulations. The  
regulations do give employers some breathing room; they have until the end of 
1992 t o  retro-actively establish a retirement program. The employer, however, 
must give indications t h a t :  

1) I t  i s  reasonable t o  believe a qualified program wili be established. 

2) Affirmative steps bE taken to  suppor t  this belief .  

3)  The program must be p u t  into e f fec t  by the end of 1992. 

4)  I t  must  cover employees retro-actively t o  July 2,  1991. 

Beginning July 2 ,  1991 the City will begin deducting an additional 6.2% from the 
salaries of part-time employees. This i s  the amount necessary to  cover the cost 
of the OASDI portion of Social Security. I f  an a l ternate ,  less expensive, plan 
is selected, the difference will be refunded t o  the part-time employee. 

FUNDING: Not applicable 

JI-G: b r  

Attachment 

Respectfully submitted, 

M e r r y  L. Glenn 
Assistant City Manager 
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RESOLUTION NO. 91-112 
____-------------I-_---_- ___-----------------_____ 

A RESOLUTION OF THE LODI CITY COUNCIL 

QUALIFIED RETIREMENT PROGRAM FOR ALL EMPLOYEES NOT COVERED BY 
THE PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS).  

DIRECTING THE LODI CITY MANAGER T O  EXPLORE AND SELECT A 

RESOLVED, tha t  the Lodi City Countil hereby di rects  the Lodi 
City Manager t o  explore and se lect  a qualified retirement program f o r  
a l l  employees not covered by the Pubiic Employees Retirement System 
(PERS) . 
Dated: June 20, 1991 

I hereby ce r t i fy  t h a t  Resolution No. 91-112 was passed and 
adopted by the Lodi City Council i n  an adjourned regular meeting held 
June 20, 1991 by the following vote: 

Ayes : Council Members - Pennino, Pinkerton, Sieglock and 
Hinchman (Mayor) 

Noes: Council Members - None 

Absent: Council Members - Snider 

City Clerk 
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